Abstract
Worth Index Computation Process
Step 1: Define Value of Specific Criteria
The specific criteria used in this illustration include:


Functionality
Package capability related to functional requirements as a percentage of perfect match.

Platform Utilization
Forecasted utilization of current processing platform as a percentage of maximum feasible available capacity.

Survival Probability
Forecasted probability, as a percent, that the vendor package will maintain or expand its share of market over the planning horizon of this application.

Initial Cost
Front end cost in $ of software, support, training, conversion and taxes.

Annual Cost
Continuing costs in $ of maintenance and support.

Annual Benefits
Estimated cost reductions or profit increases in $ due to converting to the new system.
More details on these criteria can be found in the following section -"Sourcing Evaluation Criteria".
A typical result of the application of this step is shown in the following Step 2: Compute Life Cycle Costs and ROI Computing a return on investment (ROI), requires (in addition to initial and continuing costs), an estimated life of the project 1 . Currently many investments in applications software involve a planning horizon that is twice the platforms technology cycle, while most investments in platform alternatives involve a single technology cycle planning horizon.
Therefore assuming a ten year planning horizon (twice the mainframe five year technology cycle) with no adjustment for inflation, an ROI computation using the internal-rate-of-return methodology follows. Step 3 The weighted value columns are the product of the weights assigned by the experts times the evaluation criteria scores contained in the table from Step 1.
Step 4: Compute Worth Index
The computation of a quantitative worth index for the illustrative evaluation is now straight forward. Based on the worth index, vendors B and C are approximately equal from an objective (quantitative) viewpoint. The decision between them would be based on subjective criteria such as competitive issues and control
The worth index can be computed in three forms, using the ROI as shown in the illustration, using net present value (NPV), and using life cycle costs. The formulas for each follow.
The next section will discuss and structure the subjective and objective evaluation criteria relevant to scoring decisions.
Sourcing Evaluation Criteria
The evaluation criteria used in selecting sourcing alternatives can be divided into two major categories:

Objective Criteria
These can be quantified through costing or scoring.

Subjective Criteria
These require intuitive weighing. They are normally used for screening unacceptable approaches prior to a formal comparison, and to select between approaches that are tried after an objective comparison.
The objective criteria used to compute Life Cycle Costs & ROI are discussed in the prior chapter of this report. The objective criteria evaluated through scoring are discussed in this section.
The scoring of criteria can often have different forms when applied to in-house and external vendors. When relevant, these differences are highlighted.
Criterion 1 -End User Deliverables Functionality
When relevant, this functionality criterion evaluates the quality, from the view of the user, of the application/product/service deliverables to be provided by in-house or vendor organizations.

Criterion
What is the quality of the deliverables in terms of meeting end user defined functional requirements.

Scoring
The evaluation measures for developing a score for meeting functional requirements is completely dependant on the type of deliverable (eg. application system, processing capability, image system, strategic plan, etc.). A small portion of a multi-page functional evaluation follows as an example of the type of approach often used. Criterion 2 -Product/Service Life When relevant, this criterion is used during the evaluation of products where continuous enhancement is needed over the planned life of the product or service. Enhancement requirements can be due to such items as evolving user/legal requirements and evolving technologies.
Deliverables Functionality Example -Applications Software

In-House Supplier Criteria
In-house suppliers are often assumed to have an indefinite life. This can be very misleading if the internal enhancement skills required to maintain the product or service are not within the mainstream of IS activities. A. What is the probability that the skills needed for support of the product/service will be available over the project/service life cycle?
What is the probability that the firm supplying support will maintain or improve its competitive position over the project/service life cycle? C.
What is the probability that the firm supplying support will still be providing adequate support over the project/service life cycle?
The scoring of this criterion is subjective and normally based on the number of years that in-house capability has been maintained or on the number of years that a potential vendor has been supplying the product and its competitive position during those years.

Scoring
Typical evaluation measures for developing a score for the product/service life criterion with sample weights follow for in-house and vendor providers .
I. Evaluating In-house Providers
A. Product/Service Stability (.6) 1.
At least "X" years of experience 2.
Required expertise available from other areas B. Reputation of provider organization (.4) 1.
IT 
Criterion 3 -Project Implementation Quality
When relevant, this criterion is used to evaluate the project management, implementation and maintenance support, and implementation planning quality that in-house and vendor providers intend to furnish for implementation of the product or service.

Criterion
What is the quality of the personnel to be assigned, and what is the probability that they will remain throughout the implementation period.

Scoring
Typical evaluation measures for developing a score for support quality together with sample weights follow.
Implementation Quality
A. Project Management (. 
Criterion 5 -Support Quality
When relevant, this criterion is used to evaluate the quality of support/service anticipated from in-house and vendor providers.

Criterion
What is the quality of the persons and organizations supporting the project throughout the operational life of the project/service.

Scoring
Typical evaluation measures for developing a score for Support Quality, together with sample weights follow. When relevant, this architecture criterion evaluates, from the view of the IT organization, the quality of the application/product/service deliverables to be provided by in-house or vendor organizations.
Support Quality

Criterion
What is the quality of the deliverables in terms of optimum balancing of their technology architecture's flexibility, effectiveness, and efficiency. 
Sourcing Cost Categories
The objective of the costing process is to present a complete and understandable set of current system costs for the denominator of the worth index, so that alternative providers can provide comparable pricing. The process advocated consists of the steps shown in the following chart.
The steps generally used to develop the costs needed involve a) determining relevant functions for organizations or locations with the potential to be outsourced, b) producing a functional cost analysis for each, c) obtaining prices from potential providers, and d) adjusting bids to produce comparable life cycle costs for each feasible alternative. Guidelines for preparing and analyzing appropriate costs are presented in the authors costing paper. 
